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A | NTRODUCTI ON

Denogr aphi ¢ and econom ¢ characteristics serve as indicators of a
given nmarket area's ability to support neeting and convention
facilities. As such, presented in the follow ng paragraphs is an
overview of macro-level socio-economc variables in the United
States, New Mexico, and the Cty of Las Cruces, indirectly
inmpacting the potential convention center’s market performnmance.
Future gromh in demand, as will be discussed in Section V of this
report, has been estinmated based in part on our analysis of these
key indicators. The maps on the follow ng pages highlight the
| ocation of Las Cruces in relation to the surroundi ng region.

B. OVERVI EWOF THE U. S. ECONOWY

The U.S. econony has renained strong despite the recent economc
crisis in Asia, the upheaval in Russia, and uncertainties in
Europe and Latin America. This resilience has been attributed
primarily to the Federal Reserve' s highly effective nanagenent of
interest rates, coupled with | ow unenploynent (4.2 percent) and
| ow i nflation.

From 1994 through 1998, the S&P 500 index, a frequently foll owed
measure of the U S. stock market, increased 160 percent, the
| argest four-year increase in history. This steady rise in the
stock market has been instrunental in creating new |evels of
consuner spending and confidence, |leading the U S. econony to
enjoy its longest-ever peace tine expansion. The strength of the
U.S. econony has continued throughout 1999, despite a 50-basis
point increase in interest rates by the Federal Reserve.

The relationship between a rising stock market and consuner
spending is attributed to a phenonenon identified by econom sts

as the “ wealth effect.” The wealth effect is the tendency
peopl e have to spend or not spend noney when they see their net
worth rise or fall. Even though capital gains and |osses have

not been realized, the perceived changes in assets tends to
i nfl uence consuner spending decisions, such as booking neetings
and conventions. The rapid rise in the U S. stock market during
the 1990s is the latest exanple of this phenonenon. Economi st s
estimate that for each dollar the stock nmarket rises or falls,
consuner spendi ng changes by three to seven percent within a two-
to-three year period. The wealth effect has al so received recent
attention because of socio-econonc changes in the U S. econony.
In 1998, al nost 50 percent of American househol ds owned stock, up
from 33 percent in 1989. Consequently, nore consuners are
affected by changes in the stock market, increasing the inpact of
the wealth effect.
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If the currently priced stock market noves downward, however, the
i npact of the wealth effect could reverse and have a potentially
danpeni ng i mpact on the U. S. econony.
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Location of the subject in the Southwest U S
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Regi onal Map
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C. NEW MEXI CO

Culture, art, and the nystique of New Mexico are prevalent in
cities as large as Al buquerque and as quaint as Taos. New Mexico
has a deep cultural heritage stemm ng from 400 years ago when the
Spani ards settled in Santa Fe, built a capital, and added to the
m x of Native Anerican and Mexican inhabitants. Many New Mexi co
cities and towns boast adobe-style and puebl o-style architecture,
with paintings and crafts in the public areas of |ocal hotels.
It is the culture that nakes New Mexico rich in artistic and
traditional val ue.

New Mexico, along with nmuch of the Southwest, which is generally
defined as conprising the states of Arizona, New Mxico,
Okl ahoma, and Texas, is one of the faster growing areas in the
U S Mst of the population growth in the state is occurring in
the netropolitan areas. In the decade of the 1990s, Las Cruces
is ranked as the 11" fastest growing city within the US. Wth
1,736,900 residents in 1998, New Mexico has had a population
conpound annual growth rate (CAGR) of 1.7 percent.

There are three Metropolitan Statistical Areas (MSAs) in the
state. The Al buquerque MSA, the largest, is conprised of
Bernalill o, Sandoval, and Val encia Counties. The Las Cruces NSA
is the second largest netropolitan area in New Mexico and is
conpri sed of Dofia Ana County, while the Santa Fe MSA includes Los
Al anos and Santa Fe Counti es.

Enmpl oynent has also been growing at a steady pace in recent
years. In 1998, there were 779,700 jobs in the state, a 2.1
percent CAGR since 1990, with over 65 percent of these jobs in
the netro areas. In 1998, there were 779,700 individuals
enpl oyed in New Mexico and the annual unenploynent rate was 6.2
percent. This wunenploynent rate is slightly above the U S.
unenpl oynent rate, which was 4.5 percent in 1998, due to a state
popul ation growth rate that is higher than the state’s job growth
rate. As of August 1999, the unenploynent rate in New Mexi co was
6.1 percent, whereas the U. S. unenploynent rate was 4.2 percent.
Enpl oyment statistics of New Mexico will be discussed in nore
detail on page I1-9.

New Mexico' s diverse econony is conprised of a conbination of
| eadi ng- edge conpani es speci al i zi ng in hi gh t echnol ogy,
scientific research, and manufacturing and business service
oper ati ons. Over the last three years, job growh has renuai ned
stable at approxinately two percent. Trade, services, and
government enploynent accounts for 77 percent of total non-
agricultural jobs, with services and trade posting annual gains
of 2.5 percent and two percent, respectively. Wthin the
services sector, education and busi ness services have experienced
t he hi ghest growt h. Hi gh-technol ogy, via Intel Corporation, is
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also driving strong growmh in international trade. Many hi gh-
tech conpani es have located in and around New Mexico because of
its renowned research facilities, including Sandia National

Laboratories, Los Al anpbs National Laboratory, Kirtland Air Force
Base, and Wiite Sands M ssil e Range.

New Mexico's exports to the world grew by five percent in 1998 to
a record $1.975 billion. In the first quarter of 1999, exports
from New Mexico increased by a high of 76 percent over the sane
quarter in 1998, wth the mgjor growh comng from electronic
equi pnent, which has increased by 90 percent over 1998

Hi storically, agriculture has been, and still is, the foundation
of New Mexico’s econony. The 1997 Census of Agriculture (nopst
recent statistics available) indicated there were approximtely
14,100 farnms in the state, two percent less than in the 1992

census. However, the nmarket value of agricultural products
i ncreased by 29 percent over 1992 to $1.6 billion in 1997. Crop
sal es accounted for 29 percent of the market value; |ivestock

sal es accounted for 71 percent.

O note is that New Mxico, along with 14 other states, 1is
conpeting to have the Lockheed-Martin Space Port facility
developed on a site located sone 30 mles northwest of Las

Cruces. The project is expected to bring in $5 billion over a
ten-year period to the surrounding area. It is expected that
Lockheed-Martin will meke its final site selection decision by
2002.

D. LAS CRUCES
1. Overvi ew

The City of Las Cruces is located in the Mesilla Valley in south-
central New Mexico. Las Cruces is set against the |jagged
backdrop of the 9,000-foot Organ Mountains rising to the east,
wth the RRo Gande flowing through the mddle of the Mesilla
Valley to the west. Las Cruces is a regional hub linking wwth E
Paso and Ci udad Juarez, Mexico. The history of Las Cruces dates
back to 1598, when Don Juan de Onate led the first colonists
along the Camino Real from El Paso Norte through Las Cruces and
the Mesilla Valley to Santa Fe. Las Cruces was founded in 1849,
and it becanme an incorporated city in 1946. The nei ghboring town
of Mesilla has been able to retain the anbiance of the *“ old
west” comunity it once was.

Las Cruces is New Mxico' s second-largest city, and is the
el eventh fastest growing netropolitan statistical area in the
nati on. For years, its econony has been partially dependent on
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federal expenditures at nearby Wite Sands M ssile Range, and on
New Mexico State University. White Sands perforns testing and
eval uation of rocket propulsion systens, materials, and other
conponents of the U S. space program The area has had a steady
decline in the Departnent of Defense budget and as a result,
agriculture has becone nore inportant to the |ocal econony.

Li ke many sunbelt cities, the Las Cruces econony is growing, with
the gromth comng from several areas. The first is growh from
its young resident popul ation, whose nedian age is just over 30.
The second grow h sector is private and public sector enploynent
that continues to fuel both the econony and the population. And
the third growth generator is growmh conditions in other parts of
the nation that indirectly inpact New Mexico and Las Cruces.

2. Popul ati on

The Greater Las Cruces Chanber of Comrerce reports that Dofla Ana
County had a popul ation of 168,470 persons in 1998, representing
a CAGR of 2.8 percent over the 1990 popul ation of 135,510. Las
Cruces had a popul ation of 74,780 persons in 1998, representing a
CAGR of 2.3 percent over the 1990 population of 62, 130. As
previously indicated, population growh for New Mexico increased
at an annual rate of 1.7 percent during the sane period. The
popul ati on of Dofla Ana County and Las Cruces are projected to
grow at a CAGR of 1.8 and 1.5 percent, respectively, between 1998
and 2003. The followi ng table summarizes the population growth
for New Mexico, Dofia Ana County, and Las Cruces.

New Mexi co, Dofia Ana County, and Las Cruces
Popul ati on
1990 to 2003

Year New Mexi co Dofia Ana Las Cruces
County

1990 1, 515, 000 135, 510 62, 130

1998 1,742,700 168, 470 74, 780

2003 N A 184, 340 80, 640

CAGR 1.8% "’ 2.4% 2.0%

91990 to 1998
Source: Geater Las Cruces Chanber of Conmerce

As can be noted above, the popul ati on of Dofia Ana County and Las
Cruces are projected to increase steadily; however, the
popul ation of Las Cruces is projected to increase at a slightly
sl ower pace than the county popul ation. The popul ation of the
City of Las Cruces represents approximately four percent of the
State of New Mexico' s total, of approximately 1.7 mllion,
whereas Dofla Ana County represents approximately ten percent of
New Mexico's total population. The increase in population growth
can be attributed to newretirees noving into the area.
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3. Econom ¢ Trends

In our assessnent of the economic clinmate of the Las Cruces area,
we have considered trends in the follow ng econom c indicators:
effective buying inconme (EBI), retail sales, and eating/drinking
pl ace sales. The table below outlines growh in key economc
indicators for the Las Cruces MSA and New Mexi co between 1991 and
1998.

Econom ¢ Trends
Las Cruces MSA'™ and the State of New Mexico

1991 — 1998
Conpound
Annual
1991 1992 1993 1994 1995 1996 1997 1998 Growt h
Rat e
1991- 1998

Total EBI® — ($000s)
[Las Cruces MBA 1, 360, 283|1, 455, 917(1, 596, 348|1, 715, 974|1, 517, 657|1, 628, 026(1, 710, 1971, 790, 474 4. 0%
|St ate of New{18, 197, 99|19, 287, 99|20, 983, 00|22, 642, 99(20, 753, 47(21, 868, 45|23, 012, 77|23, 869, 17 4. 0%

Mexi co 1 6 6 8 9 8 0

Medi an Househol d EBI

Las Cruces MSA 23,119 23,917 25, 298 26, 310 22,491] 23,219 23,703 23, 926 0. 5%”
St at e of Ne 26, 104 26, 920 28,677 30, 032 26, 499| 27,503 27,744 28, 795 1. 4%7
Mexi co

Retail Sales — ($000s)

Las Cruces MSA 642, 154 735, 486 825, 329|1, 006, 383[1, 035, 002|1, 099, 099(1, 145, 5741, 211, 113 9.5%
St at e of New(9, 645, 014]10, 933, 86|12, 336, 62|14, 092, 17|14, 633, 71|15, 786, 39|16, 435, 37|17, 402, 96 8. 8%
Mexi co 6 3 1 7 0 8

Eating and Drinking Place Sal es ($000s)

Las Cruces MSA 69, 202 82,073 93, 164 138, 513 150, 829 142, 790 141, 689 147, 608 11. 4%

St at e of New|1, 062, 8221, 237, 506(1, 428, 401|1, 871, 332|2, 053, 0192, 093, 661(2, 110, 799|2, 234, 660| 11.2%
Mexi co
(St andard Metropolitan Statistical Area.
‘PEffective Buying Income. As of 1995, Sales and Marketing Management changed the benchmark of EBI fron
personal incone by the Bureau

of Econom ¢ analysis to Mney Inconme by the U'S. Census. Census data is deemed by this organization as
nore credi ble for |ong-termtracking.
‘“Due to change in 1995 cal cul ati ons, these numbers reflect conpound annual change from 1995 to 1998.

Sour ce: Sal es and Marketing Managenent

The followng paragraphs summarize selected economic and
denogr aphi ¢ characteristics influencing the Las Cruces MSA.

e The 1998 Medi an Househol d EBI for Las Cruces was $23, 926,
slightly lower than the state average of $28, 795. Thi s
conparatively low indicator is, however, in tandem wth
the low cost of living in Las Cruces, an attribute that
is attracting new residents to the city.

* Retail sales in Las Cruces increased at a CAGR of 9.5
percent during the period 1991-1998, <conpared to the
statew de annual growth rate of 8.8 percent.
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e Eating and Drinking Place Sal es have increased at a CAGR
of 11.4 percent in the Gty of Las Cruces and at a CAGR
of 11.2 percent during the period 1991 to 1998. Eati ng
and Drinking Place Sales has increased substantially nore
than Retail Sales during that sane period.

4, Enpl oynent

After nore than a decade of slow industrial-manufacturing grow h,
the Las Cruces and Dofla Ana County area is enjoying a consistent
pattern of new enploynent opportunities. Recent new corporate
|l ocations in the area include Parkview Metal, Rea Magnet Wre,
Mul ti-Plastics of New Mexico, 21% Century Grain Processing, Rio
Valley Chili Conpany, Celco, Farah, Vista Corrugated, and Karr
Tool. Wien fully operational, these manufacturers add sonme 650
jobs to the |ocal econony. In addition, two tel ecomrunications
firms, Excel Agent Services and TCIM Ltd. Direct Marketing, have
chosen Las Cruces as an expansion location for their operations.
These two facilities represent the initial inbound-outbound call
center entries into southern New Mexico. Together, the two firns
will enploy 300 people. The following table identifies the
| ar gest enployers in Las Cruces as of 1998.
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Maj or Enpl oyers in the Las Cruces Area
Nanme Enpl oye Product or Service
es

New Mexico State University 7,214 Educati on
White Sands M ssil e Range 4, 357 U S. Arny Testing
Las Cruces Public Schools 3,316 Educati on
Gadsden I ndependent School 1,570 Educati on
District
NASA (Lyndon B. Johnson 1, 500 Rocket Testing
facility)
Cty of Las Cruces 1,251 Muni ci pal Gover nnent
Menorial Medical Center 1,198 Medi cal Facility
WAl mar t 700 Retail Store
Al'l'ied Signal Aerospace 667 NASA Control Manager
Dona Ana County 450 County Gover nnment
NMSU Physi cal Science Lab 380 Aer ospace Contractor
| BP Prepared Foods 350 Meat Processor
Sout hern N. M Correctional 300 State Medium Security
Facility Pri son
Tar get 225 Retail Store
El Paso Electric 150 Electric Uility
Metro Corporation 141 Scal es
Foamex LP 120 Pol yur et hane Foam
Burn Construction 115 Asphal t - Concrete
Integrated Ingredients 75 Speci alty Spices
F&A Dairy Products 70 Cheese Factory
Tuscarosa Pl astic 53 Pl asti ¢ Packagi ng
Sun- Di anond 48 Pecan Nut Processor
Source: Las Cruces Econonic Devel opment 1998

Las Cruces is a leading center of research and technol ogy. New
Mexico State University (NVSU), founded in 1880, offers expertise
in agriculture, technol ogy, engineering, business, and industry.
Subst ant i al research and technical support facilities are
available to aid in the area s econom c devel opnent. Allied
Si gnal has been awarded a seven-year, $324-nmillion contract by
the National Aeronautics and Space Admnistration (NASA) to
operate the \White Sands Mssile Range’'s Test Facility.
Currently, the Test Facility contract contributes about $33
mllion to the | ocal econony.

The Las Cruces region is becomng an inportant trading corridor
as a result of the North American Free Trade Agreenment (NAFTA).
There are three U S. Departnent of Conmerce-approved Foreign
Trade Zones | ocated next to the Las Cruces International Airport.
Busi nesses that relocated to the Las Cruces region can take
advantage of the area’ s strategic geographic |ocation regarding
trade.

[1-10



AREA REVI EW

NVSU has kept its enrollnment near 15,000 for nost of the past
decade. Dofia Ana Branch Community College (DABCC) recently
conpleted a mmjor canmpus addition to accomodate its enroll nment
of 4, 000. DABCC offers flexible training courses and is one of
the region’s Dbest i ncentives for prospective industrial
enpl oyers.

The region has a |ocal |abor force that is well-educated and has
consi derabl e technical expertise. The region’s tradition of
of fering productive, cost-effective labor is largely responsible
for the healthy econonmc growth the region has experienced in the
| ast 20 years.

In March 1999, the Las Cruces MSA civilian | abor force was 69, 385
(approximately 40 percent of the population), which is up from
63,848 in 1995, growing at a 2.2 percent CAGR  The unenpl oynent
| evel was at 8.5 percent in 1998, which is higher than the New
Mexico and national unenpl oynent rat es. However, t he
unenpl oynent rate has decreased in the Las Cruces MSA since 1996.
This sane trend can be observed in the unenploynent rate for the
state of New Mexico. The table bel ow summari zes the unenpl oynent
rates in the US., New Mxico, and Las Cruces. The table
presented on page 10 details Las Cruces MSA s enploynment by
i ndustry for 1997 and 1998.

Unenpl oynment Rat es
United States, New Mexico, and Las Cruces MSA
1995 — March 1999

Year Uni t ed New Mexi co Las Cruces
St at es MSA
1995 5. 6% 6. 3% 8. 5%
1996 5.4% 8.1% 10. 4%
1997 4. 9% 6.2% 8. 5%
1998 4. 5% 6.2% 8. 5%
March 1999 4. 2% 6. 2% 7.8%

Source: New Mexi co Departnent of Labor
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1)

Non- Agricul tural Enploynent by Industry
1997 and 1998 Annual Averages

Sector/ | ndustry 1997 1998
Construction & M ning 3,200 3,200
Manuf act uri ng 2,800 2,900

Dur abl e Goods 1, 050 1,100
Nondur abl e Goods 1, 700 1, 800
Transportati on and Public 1, 800 2,000
Uilities 10, 900 10, 900
Tr ade 1, 250 1, 200
Whol esal e Tr ade 9, 600 9, 700
Retail Trade 1, 350 1, 450
Cener al Merchandi se 1, 300 1, 250
St ores 7,000 7,000
Food Stores 2,000 2,000
O her Retail Trade 11, 000 12, 800
Fi nance, | nsurance, & Real 19, 600 18, 800
Est at e 3, 800 3, 600
Servi ces 15, 800 15, 100
Gover nment 7, 500 7,700
Federal Gover nment 8, 300 7,400
State and Local Gover nnent
State Government ? 45, 200 46, 600
Local Gover nnent 5, 900 6, 100
51, 100 52, 600
Servi ce Produci ng
Goods Produci ng
Total Non-Agricultura

"7 Estimates include all full-time and part-tinme salary workers who worked
or received pay during the pay

period, which included the 12" day of the nmonth. Self-enployed, famly
wor ker s, househol d wor kers,

and nenbers of the Armed Forces are excl uded.
® | ncl udes enpl oyees of federally funded state programs, state supported
uni versities, and the three

branches of state governnent.

Source: New Mexico Departnent of Labor, Econom c Research and
Anal ysi s Bureau

From the enploynent by industry table, it is evident that the
government sector enploys the greatest nunber of people, foll owed
by the service and trade sectors. Between 1997 and 1998, the
nunber of people enployed in the services sector increased by
16.4 percent, and the nunber of people enployed in the
transportation and public utilities industry increased by 11.1
percent. O her enploynent gains were experienced by the
manuf acturing sectors.

5. Commerci al Real Estate

Las Cruces continues to grow as an increasing nunber of retirees
make this comunity their adopted home. This new group brings in
retail and service dollars in tandem with those who nanage the
noney and investnents for the retirees, who in turn bring the
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bi g-box retailers to the community. Retail growth will continue
in the North Tel shor area, while industrial growh wll continue
in the West Mesa Industrial Park and the Santa Teresa Port of
Entry. Due to the relatively small anount of commercial space

available in Las Cruces, there is not enough data available for
anal ysi s.

6. Transportation
a. Road
The two nmaj or freeways passing through Las Cruces are Interstate-

25 (linking with Santa Fe and Al buquerque to the north) and
Interstate-10 (linking with Phoenix and Tucson in Arizona to the

west and continuing further to Los Angeles). Interstate-10 also
links with El Paso and Houston in Texas to the east and continues
to Mam. There is also the U S 70-82 freeway that runs

nort heast through Las Cruces.

Most travelers from within New Mexico and from regions outside
the state use freeway systens to reach Las Cruces. The foll ow ng
tabl e shows travelling distance from major surrounding cities to
Las Cruces.

U S. Mtropolitan Cities Nearest
To Las Cruces, New Mexico

Cty Di st ance
El Paso, Texas 47 mles
Al buquer que, New Mexi co 220 miles
Tucson, Arizona 275 mles
Amarill o, Texas 400 miles
Dal | as, Texas 676 mles
Phoeni x, Arizona 393 nmiles
Los Angeles, California 779 mles
Chicago, Illinois 1,555 nmiles
Source: Mesilla Valley Econom c Devel opnment
Al'liance (MVEDA)

b. Alr

The Las Cruces International Airport is a small, |ocal airport.
Mesa Airlines is the only carrier that operates at the airport,
with three flights daily to Al buquerque. The airport is
avai lable for private or charter flights for incomng travelers
to Las Cruces. For nost people travelling to Las Cruces from
anot her state, the El Paso International Airport is used and then
they drive 47 mles to Las Cruces.

Six major airline carriers that provide 170 nonstop and direct
flights within the US serve E Paso International Airport.
Aneri can, Del t a, Sout hwest , Continental, Anerica-Wst, and
Frontier provide commercial services. Also serving the area is
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Aer oMexi co, Taesa, Aero California, Aerolitoral, and Mexicana to
destinations in Mexico from the nearby C udad Juarez Airport in
Mexi co. Aeroliteral and Lonestar Airlines provide flights from
El Paso to Chi huahua.

The table below highlights total passengers using El Paso
International Airport from 1990 to 1998. The table indicates that
1994 was a record year for total passenger nunbers, with a total
of 3,730, 070. However, ElI Paso International experienced a
decline in passenger counts from 1995 to 1997. According to the
airport administration, there are two reasons for the decline in
passenger nunbers during this period. Firstly, Southwest
Airlines decreased their | evel of service at El Paso
I nternational because they noved sone of their flight equipnent
to serve its increasing demand in Florida, and secondly because
of Mexico's Peso devaluation at that tine. Over the nine year
period from 1990 to 1998, the overall total passenger counts have
remai ned stable. However, an increase in passenger volunme can be
noted in 1998 and as of year-to-date 1999.

Total Passenger Counts
El Paso International Airport, Texas

1990 — 1999
Year Enpl aned Depl aned Tot al Per cent Change
Passengers
1990 1, 655, 947 1,590, 521 3, 246, 468 -
1991 1,677, 353 1, 610, 375 3,287,728 1.3%
1992 1, 713, 559 1, 657, 761 3,371, 320 2.5%
1993 1,772,675 1, 716, 661 3, 489, 336 3.5%
1994 1, 881, 298 1,848,772 3,730,070 6. 9%
1995 1, 835, 162 1, 789, 912 3,625,074 (2.9%
1996 1, 799, 751 1, 759, 321 3,559,072 (1.8%
1997 1, 633, 458 1, 600, 537 3,233,995 (9.1%
1998 1, 635, 282 1, 605, 400 3, 240, 682 0.2%
CAGR (0.2% 0. 1% 0. 0% -
YTD Sept. 1998 1, 232, 216 1, 205, 972 2,438, 188 -
YTD Sept. 1999 1, 257, 678 1, 236, 452 2,494, 130 2.3%

Source: ElI Paso International Airport

According to the El Paso airport admnistration, the airport
conpleted a $57-million renovation project in Novenber 1998.
Currently, there are prelimnary discussions regarding a second
renovati on project; however, neither budget nor tineline has been
set.

7. Touri sm

Regi onal attractions include the Wiite Sands National Monunent,
Gla National Sierra Blanca (nountains), Ruidoso Downs (horse
racing), and Ski Apache (snow skiing). The Wiite Sands Mssile
Range near Al anbgordo and the Lyndon B. Johnson NASA rocket
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testing facility near Organ are al so popular visitor attractions.
Locally, the wvillage of Mesilla’s Hi storical Square offers
restaurants and small stores that capture the Sout hwest nystique.
According to research conducted by the Departnent of Hotel,
Restaurant & Tourism Managenent at NVBU, the typical travel party
size to Las Cruces is two-to-three persons, and the average
length of stay is 3.6 nights. It is estimated that a typical
visitor spends approxi mately $253 per trip.

Las Cruces has a mld climate with tenperatures that range from

94° in the sunmer nonths to 59° in the winter. The mld clinmate
is very desirable for residents and visitors alike. The Cty of
Las Cruces hosts a nunber of events such as the Internationa
Mariachi Conference, the Renaissance Craftfaire, the \Whole
Enchilada Fiesta, and Arte Picante. Museuns are a strong
presence within Las Cruces. A nunber of |ocal museuns portray
the history of the region and the <city’'s wunique cultural
significance.

8. Transi ent Occupancy Tax

One nethod of tracking visitor trends is by analyzing the
transi ent occupancy tax (TOT) revenue, also known as bed tax
revenue. The TOT reflects taxes based on room revenue for
lodging facilities in the City of Las Cruces and, therefore, can
be used as a neasure of trends in occupancy and/or average daily
rate experienced by hotels. Over the past six years, the TOT
collections have increased by approximately 2.4 percent
conpounded annual ly. Additionally, the largest yearly increase
occurred between fiscal year 1996/97 and 1997/98. The foll ow ng
table highlights the TOT collections for the Cty of Las Cruces
bet ween fiscal years 1993/94 and 1998/ 99.

Transi ent QOccupancy Tax Revenue
Las Cruces, New Mexico
1993/ 94 to 1998/ 99

Fi scal Year Tax Rate Tax Revenue Per cent
Change

1993/ 94 5. 0% $800, 702 -
1994/ 95 5. 0% $829, 835 3.6%
1995/ 96 5. 0% $884, 563 6. 6%
1996/ 97 5. 0% $856, 252 (3.3%
1997/ 98 5. 0% $917, 945 7.2%
1998/ 99 5. 0% $903, 188 (1.6%

CAGR - 2.4% -

Source: The City of Las Cruces

As can be noted in the table above, the TOT in Las Cruces is five
percent, on par with the TOI in other cities throughout New
Mexi co. As highlighted, the Las Cruces TOTI for fiscal year
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1998/ 99 was approxi mately $900, 000, an anount that woul d increase
materially with the opening of a convention center in the city.

The following table summarizes the TOT rate in other conparable
cities in New Mxico, as well as Tucson, Arizona; Lubbock,

Amarill o, and El Paso, Texas.
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Transi ent Cccupancy Tax Rates
Conpetitive Cities in New Mexico, Texas,
and Arizona

Cty Tax Rate
Las Cruces 5 0%
Rui doso 4. 0%
Taos 4.5%
Santa Fe 5. 0%
Far m ngt on 5. 0%
Al buquer que 5. 0%
Amarillo 6. 75%
Tucson 7. 0%
Lubbock 7. 0%
El Paso 8. 0%

Source: PKF Consulting

The statistics presented above indicate that Las Cruces has a TOT
rate that is simlar to other cities in New Mexico. However, as
the conpeting cities of El Paso, Tucson, Lubbock, and Amarillo
have hi gher tax rates, at eight percent, seven percent, and 6.75
percent, respectively, non-state associations in Texas and
Arizona may find the lower TOT rate offered in Las Cruces an
attractive alternative.

E. EL PASO AND Cl UDAD JUAREZ

El Paso, |ocated approximately 47 mles southeast of Las Cruces,
and with a population of 630,700, is an inportant comrercial and
trade center in the Southwest. Ciudad Juarez, the fourth | argest
city in Mxico and with a population of approximtely two
mllion, is the sister city to El Paso. The El Paso econony
continues to grow as a result of a diversifying manufacturing
i ndustry, considerable increases in retail sales, and the
continued success of maquiladora-related industries and support
services. Retail sales in 1998 topped the $5.5 billion mark for
the first time in El Paso history and this upward trend is
continuing in 1998 and 1999. Retail sal es have increased by an
average of nore than six percent annually over the last ten
years.

The maquila industry, also referred to as “ production sharing” ,
constitutes a significant potion of all U S -Mxico trade. At
present, the maquila industry represents a significant 39 percent
of global production sharing by U S. conpanies. O this total,
nore than 80 percent of total nmaterials used in production are
sourced from U S. suppliers nationw de. Production sharing with
Mexico remains an inportant business strategy wused by U S.
industry to achieve industrial conpetitiveness in the NAFTA
(North Anmerican Free Trade Agreenment) and gl obal narkets. The
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maquila industry’s effect on the regional econony is significant.
The industry is punping approximately $1 billion into the area’s
econony, which is a figure that is growing steadily.

There are approximately 320 maquiladoras in the El Paso region

that enploy nore than 183,000 Mexican workers. O these, nore
than 70 are owned and operated by Fortune 500 conpanies formthe
u. S. Additionally, nore than 20 Japanese corporations have

established maquila operations in the region (12 in E Paso,
including Sumtono and Carion), along with a nunber of European
and Tai wanese firns. Facilities are engaging in higher
technol ogy manufacturing, which is consistent wth E Paso
becom ng the higher technology, production -sharing center for
North American industries. As a trade area, the El Paso-C udad
Juarez community ranks as the 16" |argest Met ropol i tan
Statistical Area (MSA) in the United States.

F. CONCLUSI ONS

After reviewing the various socio-economc data for the Las
Cruces area, it is evident that the local and regional econony
has been experiencing overall steady growth in recent years. Due
to the growing national and regional econony, projections are
expected to continue to inprove over the short-term |ong-term
projections also indicate that stable economc growh and
i ncreasing transi ent demand can still be anti ci pated.

Anal yzing the inpact on future demand of anticipated changes in
the convention center market area, the follow ng variables have
been taken into account:

* New Mexico and the Southwest region are the gateway to
Mexi co and Latin Anmerica;

e Las Cruces is the fastest growing city in New Mxico and
the 11'" fastest growth area in the nation;

e Las Cruces has been experiencing steady growh over the
past five years in terns of popul ation and enpl oynent;

e The North Anerican Free Trade Agreenent (NAFTA) has opened
opportunities for trade in Las Cruces and the surrounding
regi on;

e Las Cruces is located approximtely 45 mles from El Paso
and Ciudad Juarez, an inportant netropolitan area with a
conbi ned popul ati on base of approximately 2.6 mllion; and
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e El Paso International Airport is an expanding facility that
services travelers to Las Cruces.
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